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Jamaican Stock Market

Another IPO is Coming
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In little over two weeks the Junior Market is expected to see another
Initial Public Offering (IPO), this time of Sweet River Abattoir.
Sweet River is in the business of slaughtering and processing of
pigs & small animals. Sweet River is seeking to list at a price of
$3.86 and would like to raise $180Mn from subscriptions for up to
46,633,000 shares. A total of up to 25,870,000 shares have been
reserved for the general public, while up to 20,763,000 shares
have been reserved for employees, customers and broker clients.
The offer is expected to open on August 12th and close on August
26th.
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Weekly Movement in Indices
Indices
JSE Combined Index
JSE Market Index
All Jamaican Composite
Jamaica Select Index
JSE Cross Listed Index
Junior Market index

Closing Levels

Change

73,294.89
71,711.80
78,895.01
2,134.89
585.90
627.28

+868.94
+1,524.29
+1,704.42
+47.01
-61.11

Most Active Stocks
Units Traded

%

LASM

10,755,768

43.275

DG

2,210,252

8.89%

LASD

1,939,066

7.80%

Top Winners & Losers This Week
$ Change

% Change

Winner:CBNY

+$0.01

12.50%

Winner:SGJ

+$2.11

11.41%

LoserLASM

-$0.25

-22.73%

Loser:HBUN

-$0.60

-20.69

The company was previously owned and operated as a part of
a Grace Kennedy subsidiary for over forty years, and contracted
pig farmers in the various parishes. Under this contractual
arrangement, Sweet River provided both financial and technical
support to the farmers. It sold its “cuts” and other portions of the
pig to only one customer, Grace Food Processors Limited. Sweet
River in 2012, took a strategic decision to modernize the plant
upon re-locating from the premises where it was housed for many
years. The company acquired lands in the Sweet River area of
Westmoreland with the aim to establish a state of the art abattoir
with expanded capacity along with administrative offices and
warehousing facilities. The new facility will consist of a modern
semi-automated slaughter line, chill room and freezer facilities,
breakdown and storage facilities amongst other infrastructure
necessary for an efficient abattoir. The company is listing at a P/E
of 12.37X and a P/B of 3.0X.
Earnings Release-Knutsford Express
Knutsford Express delivered a strong performance in the fourth
quarter (Q4) of the financial year which helped the company to
a creditable twelve month outturn. During Q4, Knutsford Express
saw revenue growth of 88% to $96Mn which reflected growth in
passenger ridership and its courier service. Passenger ridership
contributed $87Mn to income while its courier service was 61%
higher relative to the corresponding quarter in the prior year.
Credited for the revenue outturn is the fact that the brand has
grown in a relatively short space of time and has filled a void in
the market given the reliability of service and enhanced customer
experience. Evidence of this was also seen in the revenue outturn
for the twelve month period, which grew by 61% moving from
$203Mn to $323Mn.
Expenses during the year, expenses increased significantly by 94%
to $268Mn and would have reflected expansion efforts currently
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underway. As a result there was a decline in operating
profit to $54.3Mn from $64.4Mn in the prior year. However,
there was a significant reduction in finance costs which
benefited the company’s bottom-line and resulted in an
eventual increase in pre-tax earnings. Moreover, there
was a meaningful reduction in tax expenses arising from
incentives associated with listing on the Junior Stock
Exchange. Net profit closed the year at $49.1Mn, a 40%
increase over the corresponding period in the prior year.
NCBJ Delivers Strong Performance
National Commercial Bank (NCB) registered earnings of
$8.77Bn (EPS: $3.56), representing a robust 28.9% yearon-year increase in its net income for the nine month
period ended June 30, 2014. The significant increase
in earnings reflected improvements along all revenue
streams. Despite the low interest rate environment, NCBJ
recorded a marginal 4.9% increase in Net Interest Income
to end the period with $18.49Bn. On the other hand
Net Fees and Commissions moved from $5.93Bn in the
2013 nine month period to $6.28Bn as NCBJ’s net loans
portfolio grew by 12.1% to $152.1Bn. However, the most
notable upward movement was from “Other Income” line
item which was 58.2% higher than last year. The increase
was two-fold as the company benefited from a boost from
foreign exchange gains along with a 52.7% increase in
premiums thanks to its acquisition of Advantage General
Insurance in February 2013.
Expenses totaled $21.75Bn which was 7.9% more than
corresponding period last year. This as, staff costs along
with policyholders’ and annuitants’ benefits and reserves
weighed on the financial institution’s coffers. Nevertheless,
the impressive growth in revenues resulted led to an
improvement in the group’s cost to income ratio which
decreased to 64.4% in 2014 from 65.2% in 2013. Overall,
in spite of lower operating profit from NCB’s Payment
Services, Corporate Banking and Wealth Management
segments, Retail Banking, General Insurance and Treasury
& Correspondent Banking segments drove the 28.3% in
operating profit to$10.12Bn. As such, return on average
stockholders’ equity was 15.6%, from 13.3% in 2013.

JMD Money Market
The Bank of Jamaica (BOJ) issued a 364-days and 552-days
VR CD with initial coupons of 8.47% and 8.49%, respectively.
The issues opened on Friday, July 25, 2014 and are scheduled
to close on Thursday, July 31, 2014. At the end of trading
on Friday, total participation for the first day of trading was
J$314M. JMD market liquidity remained relatively unchanged
last week with no notable change in market rates.
On July 23, 2014, BOJ initiated an early redemption operation
on a series of USD CDs, all of which were set to mature in
2016. The Central Bank has offered to do a “full or partial
redemption” of up to US$150M of these instruments at no
penalty to the holder. While this offer remains open until
Wednesday, July 30, 2014, the Central Bank also indicated
that it may choose to exercise its option to prepay these
specific instruments and will advise the market at the close
of this operation. In tandem with its early redemption offer,
BOJ also issued a 4-year and 5-year USD CD with a 4.75%
and 5.25% coupon, respectively. The issues which opened on
Friday, July 25, 2014 and are scheduled to close on Thursday,
July 31, 2014 had a total take-up of US$6.9M at the end of
trading on Friday. USD broker market rates plummeted this
week due to high liquidity levels and limited trading in Jaman
global bonds

Foreign Exchange Market
Selling
J$/US$1
J$/CDN$1
J$/GBP£1

Close:
18/07/14
112.72
106.07
192.53

Close:
25/07/14
112.87
104.89
192.08

Change
+$0.15
-$1.18
-$0.45

Market activity was relatively subdued last week, but picked
up slightly towards the latter part of the week. The dollar
traded at a high of J$113.20:US$1.00 in the broker market
but closed on Friday at a weighted average selling rate of
J$112.87:US$1.00.
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GOJ Globals
While there was a lot of buying interest last week in Jaman global bonds, trading activity was limited by supply
constraints. There were trades in 2019 at 108.40 with bids
closing the week at 109 while the recently issued 2025s
traded at 104.25 with bids closing the week at 106. The
opposite was true in local currency bonds as sellers outnumbered buyers with only retail size trades occurring.

Indicative Levels - GOJ Globals
Bid

Offer

Offer Yield*

2014

101.5000

102.875

-1.29%

2015

103.500

105.500

2.33%

2017

114.000

116.000

4.64%

2019

107.750

109.750

5.19%

2022

124.000

126.000

7.08%

2025

114.250

115.250

7.24%

2036

104.500

106.500

7.87%

2039

97.500

99.500

8.05%

International News
The U.K. has recovered the output lost during the financial
crisis and is on track for a solid performance. GDP expanded
0.8% in the second quarter, pushing output above its
previous peak in the first three months of 2008. GDP
between April and June was 0.2% above its pre-crisis level
after six consecutive quarters of expansion. Output was
3.1% higher than a year earlier, the fastest annual pace
since the final three months of 2007. The IMF raised its
U.K. growth forecast recently to 3.2%, putting Britain on
course to expand at almost twice the pace of the U.S. this
year. Growth in Q2 was led by services, the largest part of
the economy, which expanded 1%, the most since the third
quarter of 2012. Business services and finance along with
distribution, hotels and restaurants both rose 1.3%.
The Russian Central Bank unexpectedly raised interest rates
on Friday, which signaled to the market that Russia could be
preparing for possible further western sanctions over Ukraine
that could speed up capital flight from Moscow’s already
battered markets. The EU has warned it may curb Russian
access to capital markets, arms and energy technology in
response to last week’s downing of a Malaysian airliner.
IMF lowers its global growth forecast for 2014
The International Monetary Fund (IMF) has lowered its
forecast for global economic growth this year, from 3.7% to
3.4%.The reduction reflects a weak start to the year in the
United States and a number of downgrades to the outlook
for several other individual economies. However there were
uplifts for some countries, the largest being the UK.
The global forecast for 2015 is unchanged, with growth
predicted to be 4%.
Several countries do receive an upgrade and the largest for
2014 is for the UK - from a 2.8% to a 3.2% expansion of the
economy.
It is the latest in a string of upgrades from the IMF and others.
There is a smaller uplift to the IMF forecast for the UK for next
year.
Introducing the new forecasts, the IMF’s chief economist Olivier
Blanchard said: “The recovery continues, but it remains a weak
recovery, indeed a bit weaker than we forecast in April.”

*NB: The rates quoted above are opening indicative levels on the international market and are
subject to change as market conditions vary throughout the trading session. Additionally, the
prices quoted to clients of NCB Capital Market Limited (NCBCML) are adjusted to reflect the
costs associated with completing the transaction on the respective client’s behalf.
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Nonetheless he said that the headline - the revision for this
year - “makes things look worse than they really are”.
That is because, he said, “it largely reflects something that
has already happened”.
“Geopolitical tensions”
The weakness at the beginning of 2014 in the United States
- the economy contracted sharply in the first three months
- will affect the figure for the whole year.
That was due to bad weather and firms meeting demand
by running down stocks of goods to a greater extent than
had been expected. There were downward revisions for
several emerging economies, with the largest being for
Russia, reflecting what the IMF calls “geopolitical tensions”.
That country’s growth projection for this year is now just
0.2%, a downgrade from the previous World Economic
Outlook forecast of 1.3%.
But the IMF referred to that same figure at the end of April,
so it cannot fully reflect the most recent intensification of
the international political crisis following the loss of the
Malaysian airliner.
Brazil’s outlook is also markedly weaker, due to a lack of
confidence among businesses and consumers.
There is also an upward revision for Spain, one of the
countries at the centre of the Eurozone financial crisis - by
0.3 and 0.6 percentage points this year and next.
Even so, the forecasts for Spain are still fairly sluggish
by pre-recession standards: 1.2% this year and 1.6% in

2015.

ECB Patience Test: Euro-Area Inflation Seen Sticking Low
When the European Central Bank unleashed a stimulus barrage
in June, it cautioned that the economy would take some time
to respond. Data due this week may test its patience.
The inflation rate remained at 0.5 percent for a third month
in July, according to the median forecast of 42 economists
in a Bloomberg survey. The unemployment rate remained
unchanged at 11.6 percent in June, a separate survey shows.
That may fuel policy makers’ concern that annual price gains
will become entrenched at a fraction of the ECB’s goal of just
under 2 percent, and increase calls for further action.
The ECB unveiled a range of measures including a negative
deposit rate and targeted long-term loans last month. While
the package has helped push the average yield on bonds
from Europe’s most-indebted nations to a record low and
bolstered manufacturing and services in a vote of confidence,
it has yet to show its impact on prices, growth and lending, as
geopolitical tensions threaten to undermine the recovery.
“Speculation about an asset-purchase program from the ECB
is likely to gain further traction,” said Benjamin Schroeder,
an interest-rates strategist at Commerzbank AG in Frankfurt.
“The crises in Ukraine and the Middle East should remain a
driving factor” for the euro-area economy, he said.
The European Union’s statistics office is due to release inflation
and jobless data on July 31 at 11 a.m. in Luxembourg. These
releases will be preceded on July 30 by reports on euro-area
business confidence at 11 a.m. and German inflation at 2
p.m.
Economic Destiny
The destiny of the euro area hinges on Europe’s largest
economy, which saw gross domestic product growing 0.8
percent in the first quarter, four times the currency bloc’s
rate.
The Bundesbank has warned that political uncertainty in
some of the country’s export markets may weigh on business
and said that the economy may have stagnated in the second
quarter. Sentiment as measured by the Ifo research institute
dropped more than economists predicted in July to the lowest
level in nine months.
Even so, gauges of German manufacturing and services output
signal a rebound in activity to levels seen at the beginning of
the year, Markit Economics said last week. Similar measures
for the euro area also strengthened this month in a sign of
confidence that ECB stimulus will eventually support the
recovery.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
and US$ Repos), primary dealer services, stock brokerage and investment advisory services. Edward Gayle was renamed NCB Capital Markets Ltd.
in October 2003.

NCB Capital Markets Limited (“NCBCML”) through its representative(s) has provided information to you on various financial products and services
and investment opportunities for information and educational purposes only. While NCBCML has made every effort to ensure that the information
provided to you is accurate and based on research and analysis that we have carried out or derived from sources that we believe to be accurate
and reliable, NCBCML makes no representations or warranties about the accuracy, completeness or suitability for any purpose of the information
published and will not be liable for any loss which you or anyone else may suffer in reliance on the information we have provided to you. This Report
does not take into account the specific investment objectives, financial situation or particular needs of any specific recipient and therefore this Report
should not be regarded by recipients as a substitute for the exercise of their own judgment or for obtaining advice directly from one of our investment
advisors.

Important Disclosures:

The views expressed in this report are the views of NCB Capital Markets Ltd at the date of this report.
In accordance with Section 39 (I) of the Securities Act of 1993, NCB Capital Markets Limited hereby states that it is a subsidiary of NCB Jamaica Ltd.
and to that extent may be regarded as interested in the acquisition or disposal of the shares of NCB Jamaica Ltd. However, the company acts in a
proper and professional manner in making any recommendations regarding shares listed on the Jamaica Stock Exchange. Share prices may fluctuate
and past performance is not necessarily a guarantee of future returns.
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